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PGP Proposal tor o “Shee of the Systemn”

mndu ction

Thia document has been prepared 1o set cut some of the major l=gal
considerations which should be taren inlo aceaunt when tevicwing the PGE
Proposal for a "Slice ot the Syslezin” The Slice proposes sake of Federal
egnUrce capabilty fram the systam which is now and differont from a zals of
power . [f needed. a more fully develapad annotated cutline may be preparcd in
the futune.

I_egal Considerations

1. Slice propoesal's consistency wilh BPA mission. Bonnevile is the
Congressional designaled marketing agent for the Federal system in the
Morthweset This responsibility ie established n Bonneville's enabling siatutes
and under secetarial orders  Only a Federal agensy may carry out the duties of
a Federal mission established by Songress and the Exscutive branch. it may not
ke talagated o nonfederal partios.

2. Boomeville's enabling statutes include the staiutes for The Grand Coules Dam
- Third Powerhousa Act which integrates the all Federal gower aperations and
projects in thae Pacific Northwest into one single Federal system,

3. Banneville has the leqgal obligation to provide secunty 1o the LS. Treasuny lor
the Fedaral dobt on the Federal Columbia River Power Systerm or FCEPE (58
killiciny. This obligation is alzc established in Bonneville's enabling stalukes and
is hoged on the markct availability of the enting FCRPS, Bonneyille's repoyrment
nhligation takes the form of substantial interest and capited payrnents sach year.

4. Bonneville has the legal ehhgalian o provide securty for the Jupply Sysiom
Bonds (8 billont. Bonnevile in ks Supply Systam Bonds financial dosuments
has made legal commitments to repay these bands based on market avaitability
of the antite FCRFS. Bonneyills can nat reduce itz debt coverage ratio withodt

jeupardizing s credl ralings



5. Bonnguwdie higs ko fulfil its U.S. and Canadian lreaty obligations as balf of the
S, Frtity  These beaty obligations which nclude return of the capakility to
Canada are mplemented throvgh Entittement Agreements with beth {he Mid-
Columbias and Cangda These obligalions are based on the availabiling of [he
antire FCRPS 1o nies! them

G. The Corps aof Dngindeers and the Bureal of Beclamation are required througt:
Ihe dam aathorization acts o gperate the Fedeoral dams for moltiple purposaos,
npt juzt for power production, Thes requiremant is acknowledged in Section 15 ol
the Pacific Northwest Coordination Agreemmcnt.

7. Bonnevile has environmental obligations which are established by statute
which reguire review of all actions that have potential impact on the environment.
Bonneville also has the legal responsibility sef forth by statute for the pratection
of fish and wildlife affected by the Federal projects.

H. Benneville i authonzed to sell federal power under the Bonnevilla Praject Act
and the Morthwest Power Act. Under the Bonneville Project Act, Congress
authoriced BFEA 1o sell "electic enengy” which was excess to the needs of the
popect and riade available to the Admimistraton. Under the Morhwest Fower Act
section &, BFA was authorzed to sell "sleckric power' which is defined by that
Al a5 eleclic energy, capacity or both.

g, Bunneyille iz nol awlherized o sell resource capability of a fedaral rasocrpe
bul s&lls syslem power 83 those terms are generally understond i the indusiry.

10, BPA iz directed to make the most efficient use of the federal ayston in
makehg its power sales and meesting its federal purposes. BPA s not authorirad
to gl power in a manner which dedgrades the faderal syslem capakbility availakls
1= BPA fior meeling BPA's fimm power load obligations.

11. BFA= public customers have a statutany asaurance Lhat BPA will have
available afl of the Fodoral Baze System. as dalined in lhe Northwest Powear Aol
and use it to meet ALL puhlic preferonce custamers regional firm load
chbligations.

12. BPA must make power sales consislent with Bhe purposes of no
monopolzation of fedoral power by any one customer or group and  wid pst
possible use. BPA is not authorized to provide a porlion of its FBS capabifily for
the sole use by a single customer ar group of customers regardless of the
cuslomer class. Were BEA to make such a sale, it may be unable to nicet the
statutory cbligations described in acction 5(h) above by duing so.



13. Unde section & of the Northwaost Poweor Act, customere have the nght to buy
power, "Bleclnc ensergy and capacity”, made avaitable to BPA Trom the Federal
gystem. Congress has directed that BRA make full use of the Faclerat base
syatem 1o mae all of iy preterence abfigations undesr the Nomthwest Provwer Aot
If federal system capability 15 sold for the exclusive use of @ nonprefermnae
customer, this directive may be frustratod.

14, Section 7g) of lhe Northwest Power Act requirgs thal the Administrator
equitably allocate to power rates the following non-exclusive §ist of costs:
conservation. fish and wildkifz, uncantrodlable events, rosenves | evcess costs ot
experimental resources, billing credits, operating services and {he ability or
inability to sell excess power. To the extent these costs, or any olher cosis {such
as residential exchange costs, purchase power coste, ofc.), wene previausly
allocated to PF customers, and the Slice purchasers arque that the costs are not
applicable fo the Slice. thers will be a8 cost shift because tha costs thal wers
previously paid by the entire Pl rate class {including the currcnt Slice
purchasers) would now be paid by a smaller I'F rate class (FF purchasers less
the Slice purchasers) thereby increasing the rate for the remainirg PF
pLrchasers.

13. Further. the Slice proposal will aftect the calcufation of BRA'S rates  Under
Shee, purchasers recene part of the {edeaf system output; firm power, surphas
firm power, and non-firm. if any. They pay a parl of BPA" revenue reuirmmenl,
minus some specific costs, hor example, costs associaled with power marketing
and some new expenditunes. [noomer for e rale dirgctives to work, the Slice
load must be defined as PF load and all the gosts of the rezources allecatod o
serve that Ioad Grcludmg exchange resource costs) must be paid by tha Slice
purchasers. The specihc cosls gssoctated with, far example, power marketing
and some naw axpandilures. howeyer, wolld be eallzvated to non-Shoe firm
power, including non=slice PE,IP and FPE loads  This reallocation of costs
away from tha Slica purchasers will resuft in differant ouieomes of the IP-PF link
calculation, He D5 floon rale tesl, and the F(bN2] rate el than f the ariginal
Slice reallocation of casts had not accurred. Simply put, different stating points
rosult in different outcaomss These different autcomes shift cosls betweoon rate

Classgs.

146, If somc time in the future the federal hydre system begomes morne valuahle
In redation to the west coost powor market, the Tull banelil of market based salosg
will nol go to the regional ratepayers because the Slice punchasers will have
taken some of the benefits at the cost of production. Resuling in rates to non-
Slice purchasers that may be higher than they would have been otherwise.
These dilferent cutcomes could shift costs bebwveen rate clasaes,

17. |11 BPA were to offer 3 "Elice” product would the compensafion for the
product go through a Nenthwest Power Act section 7] proceeding andg he



acopled A3 a aale? Discussions sugpests thal the payment would be made as a
lurmp sum percentage of 1ha cosls ol tha syslam and not os 3 rate applicakie b

poweer of senviges sold, I s not a rale s the sale of the produc! cnnsistent with
sochion 7ia)y



